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NEW HAMPSHIRE LAW LIBRARY 
State Tax Oormission 
State House CONCORD, N.H. 


Concord, New Hampshire 


Lowton B. Chandler, Socretary : OCT 01 1998 
Doar Mr. Chandler: | ue 

: You have recently referred to us for our coments a 
Lotter addressed to your Division of Interest and Dividends by Prentice- 
Hall, Inc., umier date of Noverber 7, 1958 in which inquiry is made con- 
cerning the position of The State of Row Hompshire with respect. to Sub- 
chepter 3 which was added to the Federal Internal Reveme Code by the 
Technical Amcniments Act of 1958. Matter explanatory of the Subchapter 
4s attached to your correspondent's letter, and from this 4% appears that 
the effect of the new legislation 4s to give stockholders of certain small 
business corporations an election to be taxed substantially as partner- 
ships. This is effectuated, it 1s explained, by permitting the stookholdors 
4n a qualifying corporation to include ratably 4n their incanes the corpora- 
tion's undistributed income for the years in which a valid election is in 
effect. The corporation itself is not taxed with respect to such incone. 


Prentice-Hall furnished a questionnaire in printed form 
in which specific information 4s sought. In view of the peculiar nature 
of our tax upon incomes, the form is quite inappropriate. We cannot sug 
gost how you oan £111 it out in conformity with its tenor. Rather, the 
Btate's position under our stetutes must be explained at Length. 


We believe that the new federal law can have no effect 
upon the taxation by The State of New Hampshire of the 4ncome involved} t 
and that there 4s no authority vested 4n the Commission which would permit 
you to adopt a method of assessing and collecting the tax in such a way 
as to reflect the effect of the adoption of the election available under 


Subchapter S by a qualifying corporation | , 
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Mr. Lawton B. Chandler uw. 2 
December 8, 1958 | 
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How Hampshire has no gensral income tax. The only income 
taxable by this State 4s that received as income and dividends (RSA 77)+ The 
Interost and Dividends Tax 48 assessod against only certain olasses of 
recipiſonts (RSA 7713). Corporations are omitted from the list of taxable 

recipients. Thus, not only are corporations 4n common with other taxpayers 
hero free from a genoral 4ncome tax, but they are also not subject to the 
Limited form of Ancome tax in offect with respect to others in New Hampshire. 


That which 4s taxable 4s set 4n RSA 77:14. It comprises, — . 
broadly, three forms of income; intcrest, corporate dividends (except stook 
dividends), and dividends other than stock dividends on shares in partnore 
ships, assoolations and trusts, the beneficial A4nterest in which is repre« 
sented by transferable shares. A furthor statutory provision (RSA 7717) 
exempts cistributions of capital from the tax, "but accunmlated profits. 
shall not be reparded as capital." . Ss 
RSA 7713 desicnates taxable recipients as follows: resident 

Andividuals; partnerships, associations, and: trusts, tho benoficial interest 
_ in which ds not represented by transferable shares and fiduciaries doriying 


' 


Our statute, then, loaves little latitude for administrative - 
adjustment. The matter to be taxed, and the taxpayers, are identified with 
clarity. If there be income » if it be of the taxable class, end if the 
taxpayers are, too, within the taxable categories, the tax will be exacted. 
Othorwise 4t will not bo. | : 


While not professing a full unlerstanding of the treatment 
of incone with respect to the qualifying corporation and its stockholders - 
under Subchapter 8, we would suggest that morely rogarding undor the Subse 
chapter the income of: the corporation as that of the stockholders for 
federal income tax purposes would not constitute such 4ncome actually to 
be dividends. The income, as wo understand at, still rms to and valongea - 
to the corporation. At soma timo in the future it may be distributed to 
ths ee as dividends « or as “acoumlatod profits" (RSA 7717, 

SupPTA Je ; 


At that time 1t will be subject to the New Hampshire tux 


on dividends, 
The letter which you forwarded to us is returned herewith, 
Very truly FOULS» 
Warren B, Waters 
Daputy Attorney General 
Rael. | 
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